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REPORT TO SHAREHOLDERS 


The year ending March 31, 1973 and the following 
months has been a period of exciting growth and 
achievement for Venturetek and its companies. All of 
the investments have made substantial progress and 
most have recently advanced from the development ~ 
stage to profitable operating levels. During the year 
Venturetek concentrated on strengthening the 
management of each company and on ensuring that 
each is properly financed. 


In keeping with Venturetek’s investment philosophy, 
emphasis is given to companies in the conceptual or 
developmental stages which have substantial capital 


gain potential over the long term. In order to minimize — 


the risk inherent in venture capital, Venturetek insists 
upon effective voting control and maintains an active 
management role in each company, particularly in the 
areas of finance and marketing. Other criteria which 
govern Venturetek’s investment decisions are that each 
venture: 


e must be unique in either product or market: 


e must have the potential of becoming a major 
corporation; 


e has a technological orientation, and 


e must project an extraordinary rate of return. 


Report on Investments 


During the fiscal year the company invested in Conat 
Industries Limited and Pop Shoppes International Inc. 
and subsequently agreed to finance two further 
companies, Interail Inc. and Fueltek Inc. which are 
described briefly on the inside back cover. 


Conat Industries Limited 


In January, 1973, Conat acquired the rights to the — 
“Envirotron’’, a unique concept in home and com- 
mercial environmental control systems. Venturetek 
provided the financing to complete this purchase by 
increasing its equity in Conat to 60%. 


In order to continue the development of blue-flame 
combustion systems and to accommodate the manu- 
facturing of Envirotrons, the company has expanded 


into a new 15,000 square-foot plant in Rexdale, 
Ontario. Prospects for the company’s products, both 
domestically and internationally are most encouraging. 


General Computer Systems Inc. 


This company continues'to market successfully its high 


quality key-to-tape data entry system around the world. 
Having earned $800,000 pre-tax on sales of $9.1 
million for the year ending June 30, 1973, it expects 

to earn $2.2 million pre-tax on sales of approximately 
$19 million in the current fiscal year. 


Hermes Electronics Limited : 


Hermes had a difficult year in 1972 as a result of - 
losses incurred in developing the commercial products 


division and integrating this division with the Dartmouth _ 


plant. The company has now returned to profitable 
levels. 


Sales for 1973 will be in excess of $11 million and 
based on a large existing backlog, improvement in 
sales and profits is expected in 1974. The Federal 
Government's recently stated ‘‘Oceans Policy” 
envisages a major increase in expenditures in 
oceanographic programs over the next few years which 
should have a positive effect on Hermes’ future. 

ee 
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Hobrough Limited 


During the year Venturetek increased its equity 
position from 12% to 31.5%, giving it effective control 
of Hobrough. Venturetek also has the right to acquire 
an additional 7% of the common shares. 


In June 1973 Hobrough established a joint company 
to market and manufacture orthophotos using the 
Hobrough equipment with a division of Teledyne Inc., 
a recognized leader in the fields of aerial mapping and 
photogrammetry. Hobrough intends to establish 
similar joint ventures in other parts of the world. 


As a result of the rights offering in early 1973, the 
company is in a strong cash position and is generating 
a positive cash flow from operations: 


The growing usage of orthophotos around the world 
confirms the company’s belief in the ability of the 
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Hobrough process to replace traditional mapping 
methods. | . 


Pop Shoppes International Inc.* 


In August 1972 Venturetek acquired control of Pop 
Shoppes and results since that date have been 
» excellent. 


Pop Shoppes has become an international company 
and will have 26 factories and over 100 depots open 
by December, 1973. Licencing arrangements have 
been completed which will result in the opening of a 
further 45 factories by 1975. The major new licensee 
is a newly created division of Neonex International 
which has committed to opening 24 plants in 
California, Texas and Australia. 


During the year Pop Shoppes increased its ownership 
in Kist Canada Limited from 55% to 94% and 
completed a major expansion program in this 
company. 


In July, 1973 Pop Shoppes acquired the remaining 
shares of the Pop Shoppes (Alberta) Limited franchise 
which includes two very successful plants in Calgary 
and Edmonton and 50% of the Saskatchewan 
franchise. 


Pop Shoppes will earn approximately $1 million pre-tax 
for the eleven months ending December 31, 1973 and 
is budgeting for a major increase in fiscal 1974. 

An underwriting is planned for the first quarter of 1974. 


“Formerly Pop Shoppes Holdings Inc. 


Ventek Computer Systems Limited** 


In July, 1973 the name and trademark ‘‘Unidata’”’ was 
sold to a group headed by Siemens of Germany in a 
$200,000 transaction. Subsequently ‘‘Unidata’’ became 
known as “‘Ventek’’. 


As previously reported Ventek won a $10.5 million 
contract from British Rail to install a computer terminal 
system which will accelerate and improve the efficiency 
in the handling of freight traffic throughout the vast 
British Rail system. When the installation is complete 
in 1975 information from all freight yards in the U.K. 


will be instantaneously available through their central 
computer. In order to secure this contract, Venturetek | 
guaranteed British Rail to provide up to $1.25 million 
financing for Ventek to complete the contract. 


Ventek has developed a broad customer base of major 
U.K. companies, most of whom have continuing 
requirements for Ventek products. 


The company is meeting an ambitious budget which 
has just resulted in its first profitable month. 


**Formerly Unidata Corporation Limited 


New Shareholders 

During the year Venturetek increased its issued capital 
by just over six million dollars. The new shareholders 
include the Canada Development Corporation, The 
Manufacturers Life of Canada, and Canada Permanent 
Trust. Together with National Life and Excelsior Life 
these shareholders have helped Venturetek become a 
widely recognized source of venture capital in Canada. 


General 

Under the new Canadian Institute of Chartered 
Accountants Regulations, Venturetek will be required 
to consolidate the audited results of its controlled 
investments at the end of this year. To simplify this 
procedure Venturetek and its companies will change 
to a calendar year-end effective December 31, 1973. 
This change means that the next annual report will 
cover a nine-month period and will be in a substantially 
different format. 


There are now approximately 1,500 people in 
Venturetek and its operating companies and manage- 
ment would like to thank them for their efforts in the 
past year. 


I fer e$” 


President. 


September 18th, 1973. 
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~ AUDITORS’ REPORT TO THE SHAREHO! 


_ these financial statements present fairly the financial 


im a basis consistent with that of the hae ele year. 


J 


“We have examined the balance sheet of Venturetek 
International Limited as a March 31, 1973 and the zr 
statements of earnings and deficit and source and use of 
working capital for the year then ended. Our examination _ ae 
included a general review of the accounting procedutes: a 
and such tests of accounting records and other 
supporting evidence as we considered necessary in the 
circumstances. The assets of the company include = 
investments in subsidiaries representing shares in and 
advances to privately held companies which, as indicated 
in note 1 have incurred losses from Operations for which | 
no provision has been made in the accounts. Because 
of the nature of these investments it is not possible for 
us to determine the amounts which may ane, be 
realized thereon. ee Ses . ies 


In our opinion, subject to the ultimate realization of 
the investments discussed in the preceding paragraph, 


position of the company as at March 31, 1973 and the 
results of its operations and the source and use of its _ 
working capital for the year then ended, in accordance 
with generally accepted accounting principles applied on. 


4 


(a) 


(b) 
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NOTES TO FINANCIAL STATEMENTS 
wal FOR THE YEAR ENDED MARCH 31, 1973 


1. INVESTMENTS Sores 


The company’s policy is to make long-term investments and actively participate in the management of controlled 
companies. Any gains or losses on sale of these investments are not considered to be typical of the company’s 
normal business activities and are disclosed separately in the statement of earnings and deficit. 


Schedule of investments as at March 31, 1973: 


(2) 


Percentage 
of | Cost 
_ Nature of investment ownership Name of company A 

Subsidiaries — shares 
— 248,004 — common 99.5% Unidata Corporation Limited 30,218 
658,002 — common 67% Hermes Electronics Limited 1,239,882 
8,080 — first preference 161,600 

44,478 — second preference ‘ 

(note 8) 98,628 
1,000 — common 100% Pop Shoppes Holdings Inc. 1,070,851 
150,000 — common 60% Conat Industries Limited 100,000 
2,701,179 
Subsidiaries — advances SEAN 
Unidata Corporation Limited 2,308,851 
Hermes Electronics Limited 500,000 
Pop Shoppes Holdings Inc. | TRV EMEA 
Conat Industries Limited 140,000 
3,686,023 
Effectively controlled corporation — shares iatectnies 
859,247 — common (1) 7 31.5% Hobrough Limited (2) 891,178 
1,000 — first preference 1,069 
892,247 
Other — shares : pea ist 
44,491 — common 4% General Computer Systems Inc. (2) 111,475 


Of these 859,247 common shares, 709,247 are owned directly by the company and the remaining 150,000 
are owned through McLarty Holdings Limited, a closely held company. The company owns 15,000 common 
shares (60%) and 10,500 preference shares of McLarty Holdings Limited whose major asset is 250,000 common 
shares of Hobrough Limited. The cost to the company of its McLarty Holdings Limited shares, namely $114,050 
(common — $9,050, preference — $105,000), has been included above in the company’s cost of Hobrough 
shares. 236,500 Hobrough common shares of the company’s direct holding and the 250,000 Hobrough 
common shares held by McLarty Holdings Limited are subject to escrow agreements required by the Ontario 
Securities Commission. 


Market values have not been shown for Hobrough Limited because of the size of the holding and for General 
Computer Systems Inc. because it is unregistered stock. While the market values are in excess of cost they 
are not necessarily indicative of values which could be realized on a sale. 


The company’s subsidiaries and effectively controlled company are or have recently been in the development stage. 
Certain of these companies have incurred losses to date of $1,591,000 for which no allowance has been made in 
the accounts of the company. Management is of the opinion that these losses are not indicative of the true 


earnings potential of such companies upon which, in the long-term, the value of these investments will be predicated. 


NOTES TO FINANCIAL STATEMENTS (Continued) 
FOR THE YEAR ENDED MARCH 31, 1973 


The following table sets forth further details ofthe company’s investments in and share of profits ale losses of 
the said companies: 


Excess of Excess of 
cost over investment over Company’s share of 
underlying underlying profits (losses): 
Investment book value book value — 
at cost atdate of mostrecent Most recent Since 
Company March 31, 1973 acquisition year end fiscal year acquisition 


$ $ $ $ $ 
Unidata Corporation Limited 2,339,069 — 1,400,000 (830,000) (1,010,000) 


Hermes Electronics Limited 2,000,110 815,000 1,030,000 (396,000) (512,000) 
Pop Shoppes Holdings Inc. 1,808,023 1,014,000 974,000 40,000 : 40,000 
Conat Industries Limited 240,000 153,000 158,000 (30,000) * (30,000) * 
Hobrough Limited 892,247 593,000 688,000 (42,000) (79,000) — 
7,279,449 2,575,000 4,250,000 (1,258,000) (1,591,000) 


* Unaudited six months to March 31, 1973 


The company’s share of losses attributable to minority shareholders (losses in. excess of paid-up capital) of 
approximately $578,000, which would be included in consolidated financial statements, has not been reflected 
in the figures above. ~ 


(d) Since the audited financial statements of the subsidiaries are available to the shareholders of the parent company, 
consolidated statements have not been submitted. 


UNIDATA CORPORATION LIMITED AND UNIDATA LIMITED ae 


Unidata Corporation Limited, an Ontario Corporation, was 99.5% owned by the company as at March 31, 1973. 
Unidata Corporation Limited in turn owned 4,000 common shares (47%) of Unidata Limited, a U.K. corporation. 
Through an option agreement dated April 20, 1972 and subsequently revised, Unidata Corporation Limited had the 
right at any time to acquire an additional 3,370 common shares or 40% of Unidata Limited for $100. Had this 
option been exercised, Unidata Corporation Limited would have owned 87% of Unidata Limited and accordingly 
it has been deemed appropriate to disclose 87% as the company’s share of Unidata Limited’s losses in the table 
set forth in note 1(c) above. 


Pursuant to an agreement dated July 27, 1973: 


(i) Unidata Corporation Limited converted approximately $183,000 of advances to Unidata Limited into 18,290 
common shares of Unidata Limited. . 


(ii) a U.K. corporation assumed approximately $227,000 of the advances of Unidata Limited due to Unidata 
Corporation Limited in consideration for 22,750 common shares of Unidata Limited. 


As a result of this agreement, 45% of Unidata Limited is owned by Unidata Corporation Limited, 45% is owned 
by the U.K. corporation and 10% is-owned by other shareholders. Unidata Corporation Limited may at any time 
and at its sole discretion require the transfer of the 22,750 shares issued to the U.K. corporation in lieu of 
repayment of the $227,000 and were this effected, would own 90% of Unidata Limited. % 


Subsequent to the year end the name ‘‘Unidata’’ was sold; as a result the names of Unidata Limited and Unidata 
Corporation Limited were changed to Ventek Limited and Ventek Computer Systems Limited respectively. 


HERMES ELECTRONICS LIMITED 


During the year the company paid $576,662 to acquire 536, 662 common shares of Hermes Een onresy Limited . 
which increased its percentage ownership to 67%. 


_ Venturetek International Limited 


_ NOTES TO FINANCIAL STATEMENTS (Continued) 
FOR THE YEAR ENDED MARCH 31, 1973 


(g) POP SHOPPES HOLDINGS INC. 


Pursuant to an agreement dated August 30, 1972, the company acquired all of the outstanding shares of Pop 
Shoppes Holdings Inc. for the aggregate consideration of $1,070,851 paid as follows: 


$ 
[CEES DESIG eran ne ama see CL ii Ne AUT ACTS ys Ee yet aa coe NTE SLUR A oil NRC he REAM aa YON PA UAT eae aD 325,000 
PEOMBISSOWe MOLCS HE arncems Meee Cana ua n Wi ion area r aC aA De ee are Re Meta Ae ON irene d AEN Aa St 350,000 — 
Common shares of Venturetek International Limited (36,000 valued at $10 per share) ............ 360,000 
be PEC CANS AIC EOUIC HAC OSTSih Meiaiaai NG Saniral Hi ihe cory (Une Used an) Uhre paren ais Gare (Race k aenti ce thar ec se an ken 1, 35,851 
| 1,071 070,851 851 
i. ae ~ 510 or 51% of the Pop Shoppes shares so acquired have been pledged by the company as security for repayment 


| ee of its promissory notes. During the year, the company purchased on behalf of its subsidiary company Pop Shoppes 
Pei) Holdings Inc., shares and promissory notes of Pop Shoppes (Waterloo) Limited, Pop Shoppes of Canada Limited 
and Kist Canada Limited. The consideration of $547,925 included in part, the issue of 14,000 Venturetek shares 
valued at $10 each. 


(h) CONAT INDUSTRIES LIMITED 


. During the year the company acquired 150,000 common shares (60%) of Conat Industries Limited for an aggregate 
Nis consideration of $100,000 in cash. 


(i) HOBROUGH LIMITED 


The net effect of the company’s transactions during the year was to increase its ownership to 31.5% by acquiring 
an additional 596,747 shares at a cost of $326,433. 


(j) GENERAL COMPUTER SYSTEMS INC. 


While the shares of General Computer Systems Inc. are traded on over-the-counter markets in the United States, 
the company’s holding of 44,491 common shares is unregistered stock and can only be transferred under defined 
conditions designed to ensure compliance with the United States Securities Act of 1933 as amended. 


2. CHANGE IN AUTHORIZED CAPITAL 


Articles of Amendment dated August 23, 1972 were issued increasing the authorized capital of the company by 1,000,000 
» common shares to 2,000,000 common shares of no par value. 


3. SHARE CAPITAL 
Common shares issued during the year were as follows: 


/ 


Number of 
shares Consideration 
$ 
Shares lOrcashiscun cence § mmm cie nee Lint fae ean Sereamec ras EA an Sent pee ey earn So ee ee 641,280 5,723,864 
Shares in exchange for shares of subsidiary companies (note 1(g)) ................... 50,000 500,000 


691,280 6,223,864 
hy 4. REDEMPTION OF PREFERENCE SHARES 

9 During the year, 15,496 preference shares were redeemed for cash of $154,960. 

5. WARRANTS 


There are 204,500 warrants outstanding (none of which have been exercised), each of which entitles the holder to 
purchase one common share of the company as follows: 


Re. 

i (a) 65,000 shares at $7.00 per share exercisable to October 22, 1976. The proceeds of $32,500 from the sale of these 
be et warrants has been credited to paid-in capital. 

AB (b) 77,500 shares at $5.00 per share exercisable to December 31, 1975. 


(c) 2,000 shares at $9.00 per share exercisable; 
from January 1, 1973 to December 31, 1975— 600 shares ’ 
from January 1, 1974 to December 31, 1975— 600 shares 
from January 1, 1975 to December 31, 1975 — 800 shares 


NOTES TO FINANCIAL STATEMENTS (Concluded) 
FOR THE YEAR ENDED MARCH 31, 1973 


10. 


(d) 60,000 shares exercisable; : 
from November 30, 1972 to November 30, 1977 — 12,000 shares at $ 9.00 
from November 30, 1973 to November 30, 1977—12,000 shares at $10.08 
from November 30, 1974 to November 30, 1977 — 12,000 shares, at $11.29 
from November 30, 1975 to November 30, 1977— 12,000 shares at $12.64 
from November 30, 1976 to November 30, 1977— 12,000 shares at $14.16 


The 60,000 warrants have been authorized and will be issued upon receipt of $.50 per warrant. 


NOTES PAYABLE TO SHAREHOLDERS ON ACQUISITION 


(VENDORS OF POP SHOPPES HOLDINGS INC.) 

The vendors of Pop Shoppes Holdings Inc. became shareholders of Venturetek as part of the terms of sale. Notes 
payable to the vendors of Pop Shoppes Holdings Inc. of $385,065 are non-interest bearing, and payable in monthly 
instalments based on a formula related to product sales of certain subsidiary companies of Pop Shoppes Holdings Inc. 
The notes mature on August 31, 1977. The estimated current portion of $36,000 is included in current liabilities. 


CONTINGENT LIABILITIES AT MARCH 31, 1973 
(a) The company has guaranteed payment of demand loans totalling $120,000 (including a $50,000 bank loan) made 


to a wholly-owned subsidiary of Hermes Electronics Limited. It is intended that Hermes Electronics Limited will 


ultimately assume these guarantees. 
(b) The company has annual gross rental commitments of $14,165 to September 30, 1975. 


(c) The company has guaranteed a bank loan to Ventek Limited up to an amount of approximately $250,000. As at 
March 31, 1973 the bank loan of Ventek Limited was approximately $280,000. 


(d) Under the terms of the Ventek Limited contract with British Rail, Venturetek has guaranteed to provide Ventek with 
sufficient financing to complete the contract up to a maximum of $1,250,000. To July 27, 1973, $958,000 has 
been advanced. 


\ 


EVENTS SUBSEQUENT TO MARCH 31, 1973 
(a) Additional guarantees is 
(i) The company has increased its bank loan guarantees to Ventek Limited to approximately $425,000. 
(ii) The company has guaranteed bank loans of Hermes Electronics Limited up to a maximum of $200,000. 
(iii) The company has guaranteed bank loans of Hobrough Limited up to a maximum of $400,000. 


(b) Changes in investments 
The company has advanced additional funds to its subsidiaries as follows: 


$ 
Pop Shoppes. Holdings <incecais scree yey ane Uhre rar tie cies Ba § fa Sie ak yaa ey Sk i 205,000 
Ventek- Computer: Systems Limited’: 3 3.03 ae PORE LIME OGRA CARR L MONS DIME Mistery Sc 2 438,500 
Conatlndustriesssiited see ey ee eee eter te NO ere ime a ke Dat eel ROD Vg LR DU ALO ee 40,000 


Under an agreement dated June 26, 1973 the company converted its 44,478 second preference shares of Hermes 
Electronics Limited into 5,560 common shares raising its percentage ownership to 67.2%. 


EXECUTIVE REMUNERATION 


During the year remuneration of directors and senior officers as defined by the Ontario Business Corporations Act 
amounted to $83,650 (1972 — $51,455). No remuneration was paid to directors as directors. 


INCOME TAXES 


The aggregate amount of loss-carry-forwards which may be applied against future profits up to and including 1977 is 
$172,700. The amount of capital losses which may be applied against future capital gains is $230,000. 


COMPARATIVE FIGURES 


Certain comparative figures for the year ended March 31, 1972 have been reclassified to conform with 1973 presentation. 
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BACKGROUND TO COMPANIES IN WHICH 
VENTURETEK HAS INVESTED 


CONAT INDUSTRIES LIMITED 
Conat is developing and manufacturing a new blue flame system for 
smokeless oil combustion which eliminates such pollutants as carbon 


monoxide, carbon deposits and up to 90% of oxides of nitrogen 
(NOx) levels. 


The company also manufactures and markets the ‘‘Envirotron”’ a 
unique, compact, electrically powered system which heats, cools, 
humidifies and purifies the air in homes and commercial buildings. 


GENERAL COMPUTER SYSTEMS, INC. 


GCS markets and manufactures key-to-tape data-entry systems for 
the data processing industry. 


The company’s time-shared system has the capability of ronieing 
many of the standard key punches and other input devices currently 
on the market. 


HERMES ELECTRONICS LIMITED 


Hermes is the largest manufacturer of oceanographic equipment in 
Canada. 


The company is acknowledged to be a world leader in marine 
technology and has been particularly successful in the eee 
of automatically deployed ocean buoy systems. 


Hermes has also developed a series of high frequency receiving loop 
antennae which permit long and short hau! communications via the 
ionosphere. 


HOBROUGH LIMITED 

Hobrough manufactures and markets the Gestalt Photo Mapper 
(GPM) a new orthophotographic mapping instrument which rectifies 
aerial photographs so that all details are shown accurately. 


The GPM, for which Hobrough holds world-wide patents, is a high 
speed computerized system which automates the production of 
orthophotographs — or photomaps at greatly reduced costs 
compared to other available systems. 


POP SHOPPES INTERNATIONAL INC. 

Pop Shoppes retails soft drinks directly to the consumer from a 
factory store. This new marketing approach reduces the high cost of 
distribution and saves the consumer, on average, 50 per cent of 

the normal retail cost on soft drinks. 


Pop Shoppes is rapidly expanding through a combination of 
company-owned and licensed outlets in North America and Australia. 


Pop Shoppes controls Kist Canada Limited which is one of Canada’s 
largest producers of concentrated flavours for the soft drink, ice 
cream and dairy industries. 


VENTEK COMPUTER SYSTEMS LIMITED 

Ventek is an integrated computer systems company supplying 
small-scale data processing and computer terminal systems to 
industry and government in the United Kingdom. 


Ventek is the exclusive distributor for the Datapoint 2200 Micro- 
computer system and has over 600 systems installed or on order. 


INTERAIL INC. 

Interail was recently formed with Tops-on-Line Services Inc. (a 
subsidiary of the Southern Pacific Railway Inc.) to market to major 
U.S. railroads the terminal system developed by Ventek for British 
Rail. 


FUELTEK INC. 

Fueltek is a new company formed to undertake the applications 
engineering, manufacturing and marketing of a new Canadian fuel 
cell which has demonstrated the potential to reduce significantly 
current fuel cell costs. 


